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ILLINOIS LIMESTONE 


Limestone dominates the Illinois stone industry. Among 
the great variety of mineral products produced in Illinois, 
it is exceeded in importance only by coal, oil, and natural 
gas. Over 100 uses make limestone one of the State’s 
most important natural resources and a great asset to 
Illinois business. 

Illinois ranks third among the states in both value and 
amount of limestone produced annually. In 1947, Illinois 
production of limestone, including such forms as dolomite 
and marl, was 14.7 million tons and was valued at $17.2 
million. This output was down nine per cent in amount 
and two per cent in value from the record high of the 
previous year. Decreases in limestone used in construc- 
tion and agriculture more than offset a slight increase in 
industrial uses. 

Illinois limestone was formed centuries ago by the 
accumulation and solidification of the shells of sea ani- 
mals that lived at the bottom of the prehistoric sea which 
extended far into the interior of the United States. A 
great many petrified sea shells are found in Illinois lime- 
stone, and near Chicago there are even strata containing 
a coral reef. Illinois limestone layers crop out near the 
eastern and western borders of the State and slope down- 
ward to form a great spoon-shaped bowl called the IIli- 
nois basin, which is floored by deeply buried limestone 
and filled with coal-bearing formations. Cook, Will, and 
Adams counties are outstanding in limestone production. 

An extremely versatile minefal deposit, limestone is 
of great significance to many of the State’s major indus- 
tries. Its principal uses, both by value and by tonnage, 
are for concrete and paving, agriculture, metallurgy, and 
cement production. 

For a number of years Illinois has shared with Ohio 
and New York the first three places in the national pro- 
duction of crushed stone. Crushed limestone is used more 
extensively than any other type of stone in the United 


» States because of its wide distribution and relatively low 


cost of production. Millions of tons are crushed annually 
for use in the great Illinois construction industry. Prac- 
tically all Illinois limestones are satisfactory for concrete 
aggregate and road material. 

The second most important use of limestone is in agri- 
culture, where it is finely ground or pulverized and used 
as a fertilizer. Agricultural limestone, or agstone, has a 
high carbonate content and serves as an alkali to neutral- 


ize the acid results of stagnant water where drainage is 
inadequate. It also acts to encourage nitrogen-attracting 
bacteria and prevent too rapid decomposition of humus. 
It is produced in 47 of the 102 Illinois counties, and IIli- 
nois quarries supply about 90 percent of the agstone 
used. in the State. 

Illinois ranks first among the states in the amount of 
liming material used for soil treatment. The numerous 
limestone deposits in Illinois make agstone readily avail- 
able to all farm owners at a reasonable cost, and recent 
years have shown a decided increase in its demand. Its 
use doubled between 1927 and 1937 and quadrupled be- 
tween 1937 and 1947, increasing eightfold over the two 
decades. The 5,183,000 tons used in Illinois in 1947 was 
7.4 per cent less than in 1946,. but the 1947 value of 
agstone used increased for the fourth consecutive year. 
Most producers have indicated that present demand for 
agstone exceeds the supply and that decreased tonnage 
may be attributed to a labor shortage, high costs, and 
unfavorable weather conditions. 

The use of limestone in metallurgy showed an increase 
in 1947. It is widely used as a flux, especially in the iron 
and copper industries where it combines with infusible 
impurities and forms slag during the smelting of the ore. 

Cement is made principally of compounds of lime, and 
about 2 million tons of limestone were ground in 1947 by 
the Illinois Portland cement industry. Practically any Illi- 
nois limestone which does not contain an excess of mag- 
nesia, pyrite, or sand is suitable for cement manufacture. 
The magnesia content is of major importance, as there is 
a 5 per cent government maximum set for finished cement 
which prevents the use of the limestones of northern 
Illinois in the cement industry. 

Limestone is also valued for ornamental and building 
purposes. Before the use of concrete in general construc- 
tion, Illinois was one of the largest producers of cut stone 
in the country, but now there is relatively little dimension 
stone used. Miscellaneous industries in which limestone 
is used include sugar refining and the manufacture of 
lime, brick, paper, glass, whiting, and aluminum. 

Uses of limestone have become so varied that it is 
now one of the basic non-metallic mineral products of 
the United States, and is among the foremost mineral 
resources of Illinois which contribute so much to the 
nation’s economy. 
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How Prices Affect Production 


Recent price weakness in some lines has raised the ques- 
tion: When prices have made the turn, will the reversal 
necessarily induce liquidation, with consequent declines 
in production and employment? 

In the broad swings of the business cycle, prices and 
production move together, but prices usually do not as- 
sume an active causal role. Price changes are made as a 
phase of adjusting to the changing situation; they seldom 
become the forces determining what happens in the next 
stage. 

At times, however, prices do assume a decisive if- 
portance. In inventory booms, a speculative atmosphere 
prevails, and businessmen are willing to bid high fer 
limited supplies. After the decline begins, they are as 
eager to limit losses as they previously were to maximize 
gains; so stocks are dumped on the market, making 
further production unnecessary for a time. And even if 
some businessmen are inclined to sit out the storm, cred- 
itors demand payment or call in loans, forcing them to 
liquidate. That was the kind of boom and bust that 
followed World War I. 


1948 Is Not Another 1920 


This time businessmen have been*much more careful 
about stocking goods beyond actual needs. In particular 
industries, this did occur, bringing short-lived crises in 
such lines as furs and small radios. There was also, 
initially, a good deal of inventory building in some of our 
strongest industries, like the auto industry; and unbal- 
anced inventories of work in process rose well above 
requirements. In these industries production was bound 
to rise, bringing the excesses back into line; and the 
crises in the weaker industries have been so well spaced 
as to have little influence on the strong basic trend. 

Since the end of the war, inventories have indeed 
risen sharply, but that fact by itself signifies little. We 
came out of the war with subnormal inventories of most 
civilian goods, and in some lines with practically none at 
all. Of the large dollar increase in the last three years, 
about a third represents additional goods on hand, the 
remainder being revaluation of the same quantity of 
goods as prices spiraled upwards. In the aggregate, in- 
ventories are still below their prewar ratio to sales. 


Bank loans have also risen sharply, but are still q 
much smaller proportion of total dollar volume of busi. 
ness than in the 1920’s. Thus credit, too, has been hel 
more closely within the limits of legitimate business needs. 

In short, this postwar period is basically different from 
that of 1920. There has been no inordinate piling up of 
inventories, no pyramiding of insecure loans and credit, 
We have already been through the transition period 
needed to get construction into full swing and to bring 
output up to a high level in the reconverted durable 
goods industry; and the international circumstances that 
have called forth larger government programs seem likely 
to persist. All these facts suggest that we have already 
moved through the immediate postwar period without gen- 
erating the kind of boom that necessarily ends in a bust, 


Lower Prices, Higher Sales and Profits 


We may now hope for a period of prosperity, with 
prices perhaps declining a little and national income tend- 


‘ing upward. That is the kind of situation prevailing 


during the prosperity of the late 1920’s. From 1925 to 
1929, industrial production increased 20 per cent. Em- 
ployment moved up more gradually, and average wage 
rates also advanced moderately. On the other hand, whole- 
sale prices declined 10 per cent over the same period. Yet 
profits also advanced to the prosperity peak. These di- 
vergent trends of prices and profits were in large part 
made possible by increasing productivity. During this 
period output per man-hour in manufacturing industries 
increased at a rate of almost 4 per cent a year. The cost 
reductions obtained from greater efficiency combined with 
the higher volume made possible by improvement in con- 
sumers’ purchasing power to sustain profits and moderate 
any tendencies toward price declines. 

Neither in this experience nor in the collapse of 1920 
is there anything to indicate that a reversal of consumers’ 
spending can be considered the source of deflation. In the 
famous buyers’ strike of 1920, high prices squeezed in- 
comes so much that consumers had no alternative to 
reducing their purchases; but the available data do not 
indicate that consumers’ resistance was otherwise im- 
portant in bringing on the decline. Consumers spend in a 
consistent pattern, given almost any level of incomes and 
prices. In this postwar period incomes have advanced fast 
enough to prevent a general squeeze, though specific 
groups with relatively fixed incomes are obviously much 
worse off than they were at the end of the war. 

There have, of course, been definite signs of a reaction 
against high prices in a few lines where price advances 
were outstanding. Most recently, reports of buyers’ re- 
sistance have been common in cotton textiles and apparel 
and to a lesser extent in lumber. It is significant in this 
connection that the worst offénders on the price front 
have been lumber, food, and cotton goods. What seems 
strange is not that some of these prices are now weaken- 
ing but rather that anyone should have thought they could 
be maintained out of line indefinitely, until a general 
recession set in. 

The favorable aspect of the present situation is that 
further price declines, or further increases in incomes 
with prices stable, will tend to increase consumption. In 
other words, there is a large potential demand for various 
kinds of goods as soon as price declines bring them within 
the budgets of consumers who have been squeezed by the 
high cost of living. A moderately declining price level by 
no means holds the prospect of reduced production and 
employment. 
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There was little change in the general economic picture 
during November. Employment, production, and prices 
held steady. Construction activity declined slightly, partly 
because of a changing seasonal pattern, but no substantial 
change in volume is anticipated in the coming year. (See 
article on page 8.) Department store sales also declined, 
again partly because of a seasonal pattern changed by 
unusually warm weather. (See discussion and chart on 
page 6.) 

The decline in department store sales renewed busi- 
ness fears about the possibility of a recession, but it may 
be noted that retail sales have little forecasting value. 
This month’s editorial on the facing page attempts to put 
reported weakness in some lines of business in proper 
perspective. Aggregate personal income was at an annual 
rate of $15.6 billion in October, up almost a billion from 
September ; and as long as consumers’ incomes are rising, 
no sustained decline in their expenditures can be antic- 
ipated. 


Employment Shows Continued Strength 


Ability of the economy to keep the labor force fully 
occupied is reflected in Bureau of the Census figures for 
November. Aggregate employment fell below 60 miliion 
for the first time since May, but this was due entirely to 
the seasonal decline in agriculture. Nonagricultural em- 
ployment rose to 51.9 million workers in November, an 
increase of 400,000 over October. Last year, at the height 
of inflationary pressure, there was no increase from 
October to November; and although the increase from 
October to November of 1946 was larger than this year, 
there was at that time considerably greater slack in the 
labor force as a result of the rapid discharge of the veter- 
ans. As the accompanying chart shows, unemploy- 
ment remained at 
the low level 
which has pre- 
vailed during the 
last two years. The 
November total of 
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Source: Bureau of the Census. 
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BUSINESS HIGH LIGHTS—NOVEMBER 


Production and Prices Unchanged 


Production rates were well sustained through Novem- 
ber, with declines in some indicators resulting from a 
prolonged Thanksgiving holiday. Operating rates in the 
steel industry tended to increase slightly, producing a 
total tonnage almost as large as in the longer month of 
October. Auto production at 463,000 units was down less 
than 20,000 from October, but the loss during the holiday 
week more than accounted for the decline. Electric power 
production lagged briefly during November, but ended 
the month with almost as large a margin over 1947 as at 
the end of October. 

The BLS weekly wholesale price index showed little 
significant change during November, the combined index 


‘ending the month about a third of one per cent higher 


than at the end of October. Most of the variation was in 
farm products and foods. Prices of other commodities 
remained fairly stable, winding up just a shade higher. 

Consumer prices moved slightly lower. From mid- 
September to mid-October, food prices fell for the third 
month and more than offset increases in other components 
of the consumer price index. Chief factor in the food 
decline was lower meat prices. The decline brought the 
index down a half of one per cent from the August- 
September peak to 173.6 per cent of the 1935-39 average, 
still about 6 per cent above October, 1947. All foods ex- 
cept fish, eggs, and beverages declined, while clothing, 
rents, fuel, and house furnishings rose. 


Foreign Aid and Other Government Programs 


The ECA, after temporarily suspending its aid grants 
last month to hasten the signing of loan agreements un- 
der the terms of the Foreign Aid Act, was able this 
month to announce that it had ended its 1948 loan sched- 
ule with a $47 million loan to Belgium. Eleven countries 
had previously signed loan agreements, and total loans 
now exceed $837 million. These loans are intended for 
the purchase of industrial equipment and other recovery 
items —a definite shift from relief, which has been the 
objective of the bulk of ECA shipments to date. 

At mid-November, allocations of ECA funds amounted 
to $414 billion, or almost nine-tenths of the total avail- 
able. Procurement authorizations jumped to $314 billion. 
Shipments lagged somewhat, the total through mid- 
November amounting to $14 billion. Assuming that 
goods will be procured and shipped as authorized, there 
seems likely to be a greater “peaking up” of shipments 
next year than had earlier been anticipated. 

Currently the military agencies are appealing a $15 
billion limitation on their combined appropriation for 
fiscal 1950. Even if their appeals are unsuccessful, it may 
be possible for expenditures in fiscal 1950 to exceed $15 
billion as a result of carryovers from this fiscal year. If 
so, there will be a more rapid increase in defense expen- 
ditures than was projected in the article “Rising Trend 
of Federal Expenditures” in this Review last month. 

Expenditures of state and local governments have 
passed the $18 billion level and are now running a half 
billion higher than receipts. This is a reversal of the situ- 
ation in 1947, when receipts of $15.4 billion exceeded 
expenditures by $1 billion. The great demand for com- 
munity facilities and services indicates a continued rise in 
expenditures in 1949 and an increased deficit for financ- 
ing the expanding programs. 
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ILLINOIS BUSINESS ACTIVITY 
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PRODUC TION 
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MANUFAC TURING 


N CONTRACTS 


STORE CHICAGO 


Percentage Changes September, 1948, to October, 1948 


General Summary 


Illinois business activity, while showing mixed tendencies, 
continued at a high level during October. Greater strength 
was exhibited in some lines, such as coal production and 
electric power, while there was weakening in other sec- 
tors, such as building permits and farm prices. 

Electric power output at 1.6 billion kilowatt-hours 
continued strong, increasing about 6 per cent over Sep- 
tember, and a gain of 12 per cent over October, 1947. 

A strong resurgence in coal production well offset the 
5.6 per cent decline of August-September, the 5.7 million 
tons mined being 15 per cent over September output and 
showing about a 4 per cent margin over that of a year ago. 

Employment in manufacturing establishments was 
steady, with an increase of less than | per cent over Sep- 


tember, while continuing 2 per cent below the like period 
of 1947. 

Although building permits dropped 2 per cent from 
September and were down about 8 per cent from the cor. 
responding period last year, the October index was a 
655 per cent of the 1935-39 average, in comparison with 
which the relatively minor variation of last month cay 
hardly be considered significant. 

Life insurance sales showed a 9 per cent gain, ap. 
proximately offsetting an equal decline in the August 
September period. This still left sales lagging 15 per cent 
behind the October, 1947, volume. 

October farm product prices showed an outstanding 
decline, falling 10.5 per cent to the lowest level since 
June, 1947. Inadequate grain storage and a shortage of 
box cars force many farmers to sell at prices below the 
government support level. Excess moisture and warm 
weather are damaging Illinois corn, and a few carloads 
have brought as low as 45 cents a bushel. 


ILLINOIS BUSINESS INDICATORS, 
OCTOBER, 1948 


Index Percentage 
1935- Change from 
Indicators 1939 = 

100 Sept. Oct. 

1948 1947 
Electric 265.7 | + 6.2 | 
Coal production®................. 155.7 | +15.0/ + 3.9 
Employment, manufacturing’... . . 129.1 | + 0.3) — 2.0 
manufacturing? 307.2 | + 1.2| +44 
Department store sales in Chicago*| ..... +89) + 7.1 
Consumer prices in Chicago’. ..... 178.1 | — 0.7 | + 65 
Building permits*................ 655.1 | — 1.5} — 85 
Construction contracts awarded*®...| 361.8 | + 4.6} — 0.5 
308.8 | + 5.1] — 2.0 
259.3 | —10.5 | —11.4 
Life insurance sales (ordinary)*®....| 161.8 | + 9.2 | —15.4 
Petroleum production™........... 247.8 | + 3.4) — 0.3 


* Federal Power Commission; Illinois Department of 
Mines and Minerals; * Illinois Department of Labor; ‘ Fed- 
eral Reserve Bank, 7th District; * U. Ss. Bureau of Labor 
Statistics; *F. W. Dodge Corporation; * Board of Governors 
of the Federal Reserve System; * Tilinois Cooperative Crop 
Reporting Service; * Life Insurance Agency Management 
Association; State Geological Survey. 


UNITED STATES WEEKLY BUSINESS STATISTICS 


1948 
Item Nov. 29, 
Nov. 27 | Nov. 20 | Nov.13 | Nov.6 | Oct.30 | !%7 
Production: 
EE RE LI ee thous. of short tons....| 1,999 2,008 2,117 1,967 2,050 2,394 
Electric power, by utilities........... mil. of kw-hr......... 5,374 5,627 5,571 5,564 5,555 4,983 
Motor vehicles (Wards)............. number in thousands. . 83.3 114.6 110.5 112.8 111.0 80.2 
Wink 1935-39=100........ 200 .3 199.9 200.7 199.7 199.7 188.8 
Freight carloadings................... thous. of cars........ 723 857 872 843 932 792 
Department store sales................ 1935-39 =100........ 347 371 345 320 319 367 
Commodity prices, wholesale: 
Other than farm products and foods. .1926=100........... 153.5 153.2 153.2 153.1 153.1 142.5 
Ds. August, 1939=100.... 306.4 306.7 306.3 306.8 305.0 359.1 
inance: 
Commercial, industrial, and agricul- 
mil. of dol...........| 15,545 | 15,568 15,583 15,415 15,410 14,267 
Failures, commercial................ 101 126 
Stock prices, 416 stocks (Standard y 
1935-39 = 100. 118. 120.2 118.4 125.1 130.2 122.2 


Sania’ Survey of Current Business, Weekly Supplement, 
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Production 


The Federal Reserve index of industrial production 
rose to a three-year high of 195 in October (1935-39 = 
100). Manufactures rose to 202, about 1.5 per cent over 
September, with durable goods manufactures rising 2.7 
per cent and non-durables rising only six-tenths of one 
per cent. 

Steel production during November was scheduled at 
rates averaging 99 per cent of capacity. The rate sched- 
uled for the week of November 29th was 100.1 per cent 
of capacity. These scheduled rates of production are 
somewhat misleading in that they are calculated as a 
percentage of facilities available last January 1, and con- 
siderable capacity has been added in the meantime. With 
October ingot output at a record 7,973,416 tons and 
November nearly as high, the steel industry is looking 
toward setting a new peacetime record this year. Total 
output will be close to 90 million tons despite production 
losses that occurred earlier in the year. 

With output well over 110,000 cars and trucks weekly, 
except Thanksgiving week, when it fell to 82,000, the 
automotive industry turned out an estimated 463,000 units 
in November, according to Automotive News reports. 
Even though model changeovers are not causing long 
interruptions in most cases, two GM divisions are making 
considerable changes involving longer delays. Total losses 
this year because of interruptions of one sort or another 
are estimated at about half a million cars and trucks. 

Somewhat closer to home are the results of a Wall 
Street Journal survey of the farm equipment industry, a 
major industry in Illinois. The survey shows that the 
pinch in farm machinery is past and that production is 
now meeting demand with something left over. Grey 
markets have nearly disappeared; much equipment can 
be obtained without waiting or with a shorter wait; and 
farmers are no longer laying cash on the barrelhead but 
are increasing credit purchases. With all this, however, 
the industry will sell about 25 per cent more than last 
year in dollar value, or about $2 billion worth of farm 
machinery. 


Agriculture 


The Department of Agriculture, in its semifinal crop 
report, estimates this year’s corn crop at 3,650 million 
bushels, more than 80 million bushels above the forecast 
of a month previous. This is about 12 per cent higher 
than the 1946 crop, setting a new record by a correspond- 
ing amount. Estimated Illinois corn production of 552 
million bushels tops last year’s yield by 208 million bush- 
els. Soybean prospects in Illinois are for a crop of 77 
million bushels, about 12 million bushels above last year. 
As a result, the State increased its share of the nation’s 
total crop to 36.7 per cent, more than maintaining its 
position of leadership in soybean growing. 

The record crops this year, especially corn, encourage 
the belief that 1949 will see more meat at lower prices 
and more dairy and poultry products. However, livestock 
feeders are not expecting to boost operations for next 
year by very much. Most of the pessimism is due to the 
possibility of large price declines before meat animals 
can get to market. Increased cattle supplies, for instance, 
would not appear on the market until early 1950; hog and 
sheep production, while requiring less time than cattle, 
still lag some months behitid the advent of large grain 
harvests. 


RECENT ECONOMIC CHANGES 


Farm Prices 


The Bureau of Agricultural Economics, USDA, re- 
ports that average prices received by farmers fell 2 per 
cent from October 15 to November 15. Prices for meat 
animals, feed grains, and hays continued to fall, whereas 
prices received for food grains rose during the month. 
Price indexes for grains and hay were considerably lower 
than they were a year ago. The farm parity ratio fell to 
110 during the month ended November 15, 1 point below 
the previous month, 6 points below the September 15 
ratio, and 9 points below the previous year. Comparisons 
with postwar peaks are as follows: 


October November Postwar 
15 Peak 
Index of prices received.... 277 271 307 (Jan., 1948) 
Index of prices paid....... 249 247 251 (Aug., 1948) 
Parity patie 111 110 133 (Oct., 1946) 


Complaints by consumers on high food prices have 
already been a factor in reopening the fight over govern- 
ment price supports. Various farm groups and farm 
spokesmen may be found on both sides of the question: 
the National Grange, Farm Bureau organizations in Illi- 
nois and Iowa (the American Farm Bureau Federation 
is expected to follow suit), and the Illinois Agricultural 
Association have all expressed their belief that the flex- 
ible 60-90 per cent of parity formula is preferable to the 
rigid 90 per cent of parity plan. 


Foreign Trade 


Exports again moved up past the billion dollar mark 
in October, as an increase of $95 million brought total 
exports up to $1,021 million. This was the first significant 
reversal since March of a downtrend which began almost 
a year and a half ago. The October total was still $300 
million below October, 1947, and $400 million under the 
peak of May, 1947. Over the same period, imports have 
showed a fairly consistent though moderate upward trend, 
and at $597 million were again near the postwar high. 

As the accompanying chart shows, the gap between ex- 
ports and imports has drastically narrowed over this 
period. Net exports in May, 1947, were $948 million, 
whereas in September, 1948, the balance showed only $369 
million. In October, it again increased to $424 million. 
The dollar resources of many other nations are now lower 
than just after the war and the full effect of the foreign 
aid program is not yet reflected in recent exports. 


MILLIONS OF DOLLARS 
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Source: Bureau of the Census. 
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The ECA has authorized shipment of capital equip- 
ment valued at more than $100 million during the last 
three months of 1948. By far the larger portion of the 
equipment ($93 million) is classed as machine tools, in- 
dustrial machinery, metal-working machinery, construc- 
tion or mining equipment, or motor vehicles. This still 
represents, however, a minor portion of total aid to 
European countries, most of which had been allotted for 
relief goods, especially grains, in the first two quarters 
of ECA operation. 


Labor 


The Bureau of Labor Statistics reports that during 
October average weekly earnings moved up again to set 
a new peak of $54.64, nearly half a dollar above Septem- 
ber earnings of $54.18. Longer hours worked in the dur- 
able goods industries accounted for the increase, offsetting 
declines in hours and wages in non-durables manufactur- 
ing. Durable-goods workers averaged an hour more of 
work and $1.48 a week more than in September, whereas 
non-durables workers averaged a half hour and 74 cents 
less than last month. 

In Illinois, average weekly earnings in manufacturing 
industries advanced from $60.01 to $60.43. For men, the 
average was $65.62, up 98 cents from September; for 
women, $43.91, up 31 cents from September. 

The 89-day strike of Pacific Coast CIO longshoremen 
and the 18-day walkout of East Coast dock workers were 
both settled this month. East Coast dockers, clerks, and 
handlers voted to return to work on terms granting pay 
increases and concessions on vacations, working condi- 
tions, and welfare funds. The West Coast strike of long- 
shoremen was settled when disputants agreed to a 3-year 
contract including an hourly raise of 15 cents, additional 
vacation benefits, provisions to avoid: the complicated 
overtime-on-overtime situation, and improved machinery 
to handle grievances. 


Trade 


Department store sales offered little encouragement 
to retailers this month. Although the Federal Reserve 
weekly index rose steadily until the 20th, it fell sharply 
during the last week as the Thanksgiving holiday cut into 
sales. Throughout the whole month, weekly indexes stood 
below those of 1947. Such a development was not 
regional; Federal Reserve Board figures show that the 
yearly comparisons for all of the 11 Reserve districts 
reported separately were negative. For the United States, 
the comparisons were as follows: 

Change from Unadjusted 
1947 weekly index 


Week ended October 30........... +2 319 
November 6.......... -—8 320 
November 13......... —1 346 
November 20......... —6 371 
November 27......... —5 347 


Earlier in 1948 sales averaged about 7 per cent ahead 
of those for comparable weeks of 1947. Declines were 
attributed by the trade to a variety of causes — the elec- 
tion, unseasonable weather, the Thanksgiving holiday, 
reimposition of credit controls, consumers’ resistance to 
high prices, and waiting until the last day before Christ- 
mas to do their buying, as many people were prone to do 
before the war. Government economists as well as the 
trade adopted a waiting attitude, to see the comparison 


at the seasonal peak in December before attempting fy 
gauge the importance of this development for general 
business or economic policy. The chart shows the contrast 
between seasonally adjusted sales in 1947 and 1948, the 
November, 1948, figure being estimated from changes jg 
the weekly index. 

For the fifth consecutive month, total retail sales i, 
October remained almost unchanged after seasonal ad. 
justments were made. The Department of Commerce re 
ports that sales amounting to $11.6 billion were a little 
below those of September, but 6 per cent higher than 
those of October, 1947. Sales of non-durable goods main- 
tained the September level, whereas sales of durable 
goods dropped slightly, virtually repeating the September 
pattern. , 

Manufacturers’ sales for October rose $150 million 
above the September sales, reaching a new peak of $189 
billion. The Commerce Department indicates that the 
entire increase occurred in durable goods, sales of which 
rosé $200 million above September to $7.8 billion. Signifi- 
cant gains were shown in iron and steel and in automo- 
biles. Non-durable goods sales of $11.1 billion were a little 
below those of September. An increase of $100 million in 
the book value of manufacturers’ inventories was about 
evenly divided between durable and non-durable goods 
industries and brought the October total to $30.8 billion, 


Finance 


Commerce Department reports of publicly declared 
dividends show that corporations paid out $474.4 million 
to their stockholders in October, 11 per cent more than in 
October, 1947. Cash dividends paid in the August-through- 
October period amounted to nearly $1.4 billion, 14 per 
cent above the same three months of 1947. Increases 
were reported for October in the manufacturing, trade, 
finance, railroad, and communications categories; mining, 
heat, light, and power, and miscellaneous firms reported 
declines. 


DEPARTMENT STORE SALES 
Adjusted Monthly Index 
(1935-1939 = 100) 
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Source: Federal Reserve Board. 
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Foundry Developments 


A new method of annealing has increased tool life in the 
machining of iron castings four times. The Central 
Foundry Division of General Motors Corporation has dis- 
closed that the process, used by them for 14 years, has 
resulted in 100 per cent annealing of soft gray iron cast- 
ings, thus making increased speeds and feeds of tools 
practicable. A great achievement in iron foundry meth- 
ods, continuous annealing of castings eliminates hard 
spots in castings impossible to remove by any other meth- 
od. (Press interview with James H. Smith, General Man- 
ager, the Central Foundry Division of General Motors 
Corporations. ) 


Critical steel shortages are being relieved by the in- 
stallation of electrical conversion equipment to enable 
steel foundries to cast ingots suitable for rolling scarce 
sheet and strip metal. Many big furnaces in the Detroit 
district are being converted for the new operation and 
the increased output is a significant addition to the short 
ingot supply. Rolling capacity exceeds ingot capacity at 
many large mills, and these flat-steel producers welcome 
the larger ingot supply. Because the new installations are 
strictly high-cost producers, the steel industry is not con- 
cerned about the use of what seems destined to be a 
temporary measure. 


Management Control 


One of the newest books in the field of management is 
Managerial Control of Business by George T. Trundle, 
Jr. and Associates. The authors err in describing the 
book as an aid to business generally, rather than industry 
as such. Though the book is of limited value for many 
types of business, the sections on budgetary control, cash 
forecasting, and executive reports are good reference 
material for the manufacturer. It contains an excellent 
treatment of industrial methods, layouts, and controls, but 
gives too little attention to selling. The authors tend to 
assume that controls and management are synonymous, 
and the very thorough discussion of management control 
is weakened by a bias toward the accounting approach. 


Drugstore Aids 


An outstanding example of the kind of help a manufac- 
turer or wholesaler can give the dealers who merchandise 
his products is the McKesson and Robbins’ drugstore aid 
book, Better Window Displays. The workbook, distributed 
free'to stores handling McKesson and Robbins products, 
presents a practical and workable plan for the utilization 
of drug store windows with the aim of maximizing sales 
benefit. Taking the view that. windows should be planned 
like stage sets, the workbook gives instructions for setting 
up and maintaining displays and illustrates sample dis- 
plays for most of the types of merchandise carried by 
the average drugstore. 

Another McKesson and Robbins drugstore aid is a 
booklet entitled “Your New Position as a Drugstore 
Clerk.” Published as a service to all drugstores, it con- 
tains a detailed explanation of the duties and techniques 
of a drugstore clerk and is designed to help the drugstore 
novice become an efficient employee. 


BUSINESS BRIEFS 


Sources of Forth Power 


The past ten years have showed a more rapid switch 
from animal power to machine power on the farm than 
any other decade in history. A Bureau of Agricultural 
Economics study, Extent and Use of Tractor Power, 
Animal Power, and Hand Methods in Crop Production, 
reveals that farmers this year are using twice as many 
tractors as in 1939, and the number of tractor-drawn 
machines is up even more. Over 60 per cent of the farm 
work requiring tractor or animal power is being done by 
tractor. During the past decade there has been a 40 per 
cent -drop in the number of horses and mules on the 
nation’s farms, and hand work is also on the decline. The 
accompanying chart shows that almost 82 per cent of the 
breaking of land in the United States in 1946 was done 
with tractors, compared with 55 per cent in 1939. The use 
of tractor power for relatively light jobs has more than 
doubled, reflecting the increased use of rubber-tired 
tractors. 


PERCENT OF WORK DONE WITH 


TRACTORS WORK ANIMALS HAND METHODS 
BREAKING LAND 
DISKING 
HARROWING 


PLANTING CORN 


PLANTING COTTON 18398 


WG 
1946 KGW 


PLANTING POTATOES 


Source: Bureau of Agricultural Economics, U. S, De- 
partment of Agriculture. 


Farm Outlook 


The November issue of The Agricultural Situation, pub- 
lished by the Department of Agriculture, presents this 
picture of the 1949 agricultural outlook: strong demand 
is expected to hold farm prices near their 1948 level; the 
cost load is expected to stay heavy; and rising costs will 
cut into net income, which is expected to be down again. 
Livestock prospects are better than average because of 
the lower feed prices resulting from the second largest 
feed supply on record. 

In light of this outlook, the government has asked 
farmers to increase production of livestock and dairy and 
poultry products. There is some controversy as to the 
probable response of America’s farmers. Although 
the government has called for a 17 per cent increase in the 
pig crop next spring, farmers are not anxious to get 
caught next fall with expensive hogs selling at low 
prices. Beef feeders are holding back despite falling corn 
prices; and while the 22 per cent increase in total feed 
supply improves future livestock prospects, it may not be 
enough to reverse the six-year decline in livestock pro- 
duction in 1949. The farmers’ failure to reduce winter 


(Continued on page 9) 
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OUTLOOK FOR NEW CONSTRUCTION 


H. SHaw* 


Expenditures on new construction have been one of the 
stronger elements in the nation’s economy during the past 
year and a half. The seasonally adjusted monthly total 
rose steadily from May to December, 1947, hesitated in 
the early months of 1948, resumed its upward movement 
in May, reached a peak in September, and declined very 
slightly in October and November (see chart). Whether 
the decline of the past two months is part of a period of 
hesitation similar to that in early 1948, whether it is the 
beginning of a leveling off, or whether it is the fore- 
runner of further decline is not yet clear. A review of the 
construction estimates of the United States Departments 
of Commerce and Labor, in terms of 1948 experience and 
their recently released forecasts for 1949, gives one 
evaluation of the current position. 


Construction Value at Record High in 1948 


Tke Commerce and Labor Departments estimate that 
1948 expenditures for new construction will reach an 
all-time high of $17.75 billion. That would be an increase 
of 27 per cent over the $14 billion total for 1947. About 
two-thirds of the increase probably represents additional 
physical volume; the remainder is attributable to advanc- 
ing construction costs. 

The key to the record high for 1948 lies in the be- 
havior of privately financed residential building. The 
$7.1 billion expenditure for private housing is an increase 


of 35 per cent over 1947; and units started will total about: 


910,000 as compared with 845,600 in the previous year. In 
contrast with 1947, however, units started in 1948 fol- 
lowed more closely the usual seasonal pattern, rising 
from a low of 48,400 in February to a high of 97,900 in 
May, staying above 90,000 through July, and falling off to 
slightly more than 70,000 in October, the latest month for 
which an estimate is available. In 1947, a peak of 93,500 
was reached in October. Since the building of a house 
spreads over several months after it is started, a relatively 


*Mr. Shaw is Deputy Director of the Office of Pro- 
am Planning, United States Department of Commerce. 
This article presents the views of the author and does not 
necessarily reflect the official position of the Department. 


NEW CONSTRUCTION ACTIVITY, 1947 AND 1948 


SEASONALLY ADJUSTED 


MILLIONS OF DOLLARS 


1200 


OND 
9 4 8 


Source: Department of Commerce, Construction Division. 


large part of the construction expenditures for unity 
started in 1947 were registered in 1948. 

In addition to housing, the stronger classes of pri. 
vately financed new construction in 1948 included farm 
construction, public utility construction other than for 
railroads, and all types of nonresidential building excep, 
industrial. During the first half of the year industrial 
building continued a persistent decline that had started 
at the close of 1946. But at midyear it turned slightly 
upward and currently seems to have leveled off. Expendj. 
tures on railroad construction in 1948 continued firm byt 
increased very little over 1947. 

Public construction expenditures showed strength 
throughout 1948, particularly in the school, hospital, high. 
way, sewer and water, and conservation and development 
categories, Their behavior during recent months suggests 
that outlays in these categories will continue to rise. 


Outlook for 1949 


The joint forecast of the Commerce and Labor De 
partments, shown in the table, indicates a plateau for 
total expenditures for new construction in 1949 but with 
some shifts in composition. The Departments anticipate 
a total of $18.75 billion, about 6 per cent higher than in 
1948; but, since one of the assumptions is that 1949 con- 
struction costs will average about 5 per cent more than in 
1948, little change is obviously expected in the total 
physical amount of new construction. 

Other publicized predictions approximate the trend 
suggested by the Commerce-Labor forecast. The Pro- 
ducers Council, an association of building materials man- 
ufacturers, anticipates practically no change in 1949 from 
the 1948 level. Likewise, the F. W. Dodge Corporation, 
compiler of contracts awarded in 37 eastern states, fore- 


ESTIMATED NEW CONSTRUCTION ACTIVITY IN 
1948 AND 1949 


(Millions of dollars) 


Type of construction 1948 1949 

Total new construction................. 17,775 | 18,750 
Fetal private... 13,735 | 13,750 
Residential (excl. farm)............. 7,100 6,500 
Nonresidential building............. 3,600 4,050 
do hs cs 1,380 1,300 
Warehouses, office & loft bidgs.. . . . 350 450 
Stores, restaurants, & garages...... 910 1,000 
Other nonresidential building. ... . . 960 1,300 
Farm construction.................. 500 450 
2,535 2,750 
Telephone and telegraph.......... 675 725 
Other public utility............... 1,510 1,675 
Nonresidential building............. 970 1,375 
Hospital and institutional......... 200 375 
Other nonresidential building yay 245 300 


—- estimates of the Department of Commerce and 
the epartment of Labor. 
» First 10 months actual; last 2 estimated. 
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sees a slight decline of contracts awarded in 1949, which 
js entirely consistent with relatively little change in con- 
struction expenditures on a put-in-place basis. 


Forecasts for 1949 Conservative, 
May Be Exceeded 


If the current boom continues, and there is no marked 
deflation on the one hand or marked inflation or material 
shortages as the result of substantially increased govern- 
ment defense expenditures on the other, the various 
forecasts can be regarded as slightly on the conservative 
side. This possible conservatism is more apparent when 
the make-up of the construction total is viewed a little 
more closely. 

As in 1948, the key to higher or lower expenditures 
lies largely in privately financed housing. The Commerce- 
Labor forecast assumes that 845,000 new units will be 
started, a decline of 65,000 from 1948, but necessitating 
a higher rate of start than at present. The dollar total of 
expenditures is expected to reach $6.5 billion in 1949, as 
compared with $7.1 billion this year. Since it seems un- 
likely that proposed government housing programs will 
have much effect on the 1949 level, the main question 
seems to be whether demand, aided by adequate financing, 
will hold firm. That question cannot be answered at this 
time; hence the prospective volume of housing must be 


regarded as unknown. However, the assumptions that 
have been made for the Commerce-Labor estimates with 
respect to prosperity, prices, and defense expenditures 
suggest the possibility of at least reaching the 1948 level 
of housing expenditures. 

Public utility construction, particularly electric power 
and gas, is in fairly strong position. Demand for addi- 
tional facilities is great and is held down chiefly by 
shortages of certain materials and equipment. Some other 
classes of privately financed new construction — notably 
commercial and industrial building —are perhaps less 
strong, but there seems little reason to expect volumes 
lower than those estimated by Commerce and Labor. 

' Publicly financed new construction almost unquestion- 
ably will be greater than in 1948 and thus represents an 
influence that will probably offset any possible decline in 
private activity. If the Federal government does not 
attempt to slow them down, public expenditures might, 
because of their underlying strength, even exceed the 
Commerce-Labor anticipations. 

On balance, it seems probable that new construction 
expenditures will continue to play a leading role in sus- 
taining, at least, the present level of national production. 
Not only is there little likelihood of a sizable decline in 
the total, but there is an excellent chance that increases 
in several major classes of new construction will exceed 
by a fairly substantial amount any slackening in others. 


Business Briefs — Continued 


wheat acreage despite a Federal request for reductions 
in 1949 is cited as an instance of the independence of 
farm action in appraising the reactions to government 
programs, 


Price Display 


Of interest to all merchandisers are the results of the 
third annual Sales Management “Survey of Consumer 
Attitude on the Statement of Price on Displayed Mer- 
chandise and in Advertising.” As discussed in the Novem- 
ber 1 issue of the magazine, the study revealed that both 
men and women prefer to know the price of an article 
the instant they are exposed to it. The survey, made by 
National Analysts, Inc., found that 85 per cent of those 
interviewed prefer window display prices, 87 per cent 
prefer counter display prices, 49 per cent prefer hearing 
prices in radio advertising, and 85 per cent prefer price 
listing in newspaper, magazine, and outdoor advertising. 
Display pricing was shown to be more important to 
women ‘than to men, and 62.5 per cent of those inter- 
viewed seldom or never go into a store to ask the 
price of a window display article, even when they are 
interested. 


Labor 


The fifth annual survey of worker opinion made for 
Factory Management and Maintenance by the McGraw- 
Hill research department included interviews in 34 states 
containing 97 per cent of United States factory workers. 
The survey revealed the following attitudes: Three out 
of four workers want wages tied to the cost of living. If 
production costs are cut, more workers want wages 
raised than want product price lowered. Almost half of 
the workers interviewed believe that a man should do 
only an “average” amount of work and predict rate cut- 


ting and other disadvantages if anyone does more. One 
worker in six thinks his company is charging too much 
for its products, and two workers in six velieve that the 
government should limit company profits. The percentage 
of workers expecting more strikes in the year ahead has 
fallen for the fourth consecutive year, from 74 per cent 
in 1945 to 22 per cent in 1948. One worker in five, how- 
ever, is prepared to strike for a wage increase next year 
unless the cost of living drops, even though 55 per cent of 
the workers who have struck since the end of the war 
believe that the gains were not worth the sacrifice. 


The UMW has embarked on a new, all-inclusive med- 
ical service program for its 400,000 members in the 
bituminous coal fields, to be financed from the welfare 
fund included in the workers’ contract the past few years. 
An annual fund of about $100 million, accumulated from 
royalty payments of 20¢ per ton of coal collected from 
the mine operators, will be used to cover every type of 
medical service without direct cost to the miners. The 
plan provides for a preventive medicine program includ- 
ing diet, sanitation, research on occupational hazards, and 
dental care, as well as day-to-day medical needs and the 
monthly pension that has caused so much controversy. 


Small Business Services 


A booklet entitled “Federal Services Available to Small 
Business” has been prepared by the Business Manage- 
ment Service, University of Illinois, and is available free 
on request. It presents a descriptive listing of materials 
available from Federal agencies on such topics as credit, 
financing, administration, personnel, production, purchas- 
ing, and sales. The list has been compiled with special 
reference to the problems of small business and can con- 
tribute to successful management. 
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LOCAL ILLINOIS DEVELOPMENTS 


Changes in local business generally conform to the rela- 
tively stable pattern for the State as a whole. Most cities 
show neither consistently large gains nor losses in the 
various phases of activity for which data are available. 


Retail Trade 


October retail sales in Chicago independent stores 
combined showed a gain of 10 per cent over September. 
The margin over the same month in 1947 was 6 per cent, 
sales regaining part of the ground lost the previous 
month. On a yearto-year basis apparel stores, the auto- 
motive group, and filling stations were more than 11 per 
cent above the 1947 levels, while eating and drinking 
places and the lumber-building-hardware group were both 
4 per cent below the 1947 level. 


Prices 


The all-item consumer’s price index in Chicago fell 
for the first time since last winter. In October the index 
stood at 178.1 per cent of the 1935-39 average, a decrease 
of 0.7 per cent from September. The over-all decrease 
was due primarily to a drop of 1.5 per cent in food prices, 
which more than offset the slight gains in apparel and 
housefurnishings. On a yearly basis prices are currently 
6.5 per cent higher than in 1947. 

The October drop in food prices in Chicago, Peoria, 
and Springfield was due primarily to the decline in meats, 
dairy products, fruits and vegetables, and fats and oils. 


RETAIL FOOD PRICES IN CHICAGO, 
PEORIA, SPRINGFIELD 
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Source: Illinois Department of Labor. 


In Peoria all food indexes fell for the month. The on 
groups to show significant advances in price were bever. 
ages, up 2.0 per cent in Chicago, and eggs, up 9.3 pe 
cent in Chicago and 7.3 per cent in Springfield. As the 
chart shows, meats are the only foods priced higher than 
the combined index and consistently pull up the average 


Labor 


Manufacturing employment remained almost up. 
changed in October, continuing about 2 per cent beloy 
1947. As compared with last year, downstate cities aver 
aged better than Chicago. Employment in Bloomingtoy 
continued well below the 1947 level, though this city 
showed October advances in all indicators. 

Manufacturing payrolls continued to advance iy 
October with a gain of 1.2 per cent and remained 4.4 per 
cent above the 1947 level, although the margin is legs 
than the 5.2 per cent reported last month. On a month-to- 
month basis all cities showed gains with the exception of 
Danville, Alton, and Quincy, which reported small de. 
clines (less than 2.5 per cent). 

The Bureau of Labor Statistics announced that Chi- 
cago manufacturing wage rates rose 48.5 per cent in the 
five-year period up to last April, approximately the same 
as for the nation. On the other hand, wages in non 
manufacturing industries for the five years rose 67.8 per 
cent in Chicago as compared with a rise of 57.3 per cent 
for the nation. 


Construction 


For the first time this year building permit valuations 
fell below the 1947 level, the October total dropping 85 
per cent below October, 1947. New nonresidential build 
ing was up 13 per cent and additions were up 4 per cent, 
but these increases were more than offset by a 28 per cent 
decline in new residential building. Compared with Sep 
tember, total permit valuation was down slightly in 
October. 

A new $2,500,000 plant to produce glutamic salt, a 
tasteless taste intensifier, was opened in Decatur this 
month by the A. E. Staley Manufacturing Company. 
When peak production is reached, 1,500,000 pounds per 
year will be produced. Corn, soybeans, or wheat may be 
used in the production of glutamic acid, from which the 
salt is made. 

An application to the Federal Power Commission for 
permission to build a natural gas pipe line to Chicago has 
been filed by the Mississippi River Fuel Corporation. The 
present line terminates at St. Louis. The company ex- 
pects to be able to make initial deliveries of 100 million 
cubic feet of gas a day to Chicago by 1951, with an 
eventual capacity of 350 million cubic feet a day. Current 
cost of the project is estimated at $89,902,250. On this 
cost basis and assuming a 100 per cent load factor, the 
company expects to be able to deliver gas to Chicago at 
around 2514 cents per 1,000 cubic feet. 

The Illinois Highway and Traffic Problems Commis- 
sion has set a conservative estimate of $2,500,000,000 as 
the amount needed to repair nearly 65,000 miles of Illinois 
highways and streets. Total cost for these roads, others 
that become deficient, and normal highway operation over 
a ten-year period is estimated at $5,500,000,000. An in- 
crease in the gasoline tax has been suggested as one way 
to finance this huge project. 
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COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES 


October, 1948 
Manufacturing! Building! | Depart- Bank? Postal? 
Employment, Payrolls Permits St Debits Receipts 
(Indexes 1935-39 = 100) (000) Sales (000,000) (000) 
ILLINOIS. 307.2 $37,798 $9,560" S10, 410" 
Percentage Change from. . . . . {oc 1947....| —2.0 47.7 -2.0 +2.0 
NORTHERN ILLINOIS 
pt., +0. . \+4.7 | +6. 
Percentage Change from... || +21 45.3 47.1 —2.0 +2.0 
pt., 1 +2. —20. 
Percentage Change from -0.1 44.1 —50.2 +6.2 413.4 +22.0 
pt., 1 +1. +3. +161. +13. +2. 
Percentage Change from 1947 +17.4 +15.7 —3.4 —42 
+0. re 43. —28. 
Percentage Change from 1947 42.7 ~52.3 +30.0 +51 +0.8 
pt., 1 —0. +0. —2. 
Percentage Change fram.’ 4013 +8.4 ~89.1 -6.6 
pt., +11. —41. +29. +14. 
Percentage Change from... 40 "1947...| -0.4 +14.0 -15.2 
Percentage Change from. . . {ocr 1947 +1.6 +7.8 +9.6 +25.0 +3.4 +6.4 
CENTRAL ILLINOIS 
pt., —66. n.a. ‘ 
Percentage Change from. . . 1947 na. na. 
Percentage Change from 1947 426.7 +4.5 423.2 
pt., +2. +5. — 44. +5. 
Percentage Change from { -4.8 41.3 —62.7 45.4 +10.5 
9. a. 
Percentage Change from. . . +1088 143 
pt., 1948... +5. +2. +102. +10. ae 
Percentage Change from. . . {oat 1947...| +12.2 +47.0 +8.6 -6.4 —3.4 
pt., 1948 +3. +5. +18. 
Percentage Change from { t., +12.0 40.9 +10.0 
Springfield... 203 "732.1 $ 469 ae $178 
pt., 1948... +1. —36. +5. 
Percentage Change from... 1947... +46.6 +17.4 —64.6 +13.7 42.9 -0.1 
SOUTHERN ILLINOIS 
pt. 1948...|  +1.8- +9. —30. +5. 475; 
Percentage Change from. . . 1947. ~2.0 44.9 ~13.9 +140 
> pt., 1948... +0. —0. +63. na. +0.6 +9. 
Percentage Change from. . . 1947...| +43.3 +120 488.3 43.1 
t., 1948... -—2.0 +0. +20. n.a. +16. 
Percentage Change from. . . 1947. 4.3.5 423.9 422.9 


*Research Departments 
* Total for cities listed. 
Moline only. 

n.a. Not available. 
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Sources: ! Illinois mt 5 ber of Labor. Data on employment and payrolls include plants in areas surrounding designated cities. 
Federal Reserve Banks in Seventh (Chicago) and Eighth (St. Louis) Districts. * Local post office reports. 
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